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1. BEGIN SUMMARY. GULE ITALIANA PRESIDENT NICOLO PIGNATELLI 
MET WITH AMBASSADOR MAY 30, INEORMING US THAT HE PLANS TO 
APPROACH GOI FOR RELIEF ON PETROLEUM PRODUCT PRICES AND DISCUSS 
WITH GOVERNMENT THE INCREASINGLY UNFRIENDLY CLIMATE TOWARD 
INTERNATIONAL OIL COMPANIES OPERATING IN ITALY. WE PLAN TO 
SUPPORT HIS EEFORTS IN LOW-KEY WAY WHEN CIRCUMSTANCES PERMIT. 

END SUMMARY. 

2. NICOLO PIGNATELLI, PRESIDENT GULE ITALIANA, CALLED ON 
AMBASSADOR MAY 30 FOLLOWING REQUEST BY HE AND ALDO SALA, 
PRESIDENT ESSO ITALIANA EOR CLOSER COLLABORATION WITH EMBASSY 
DURING THIS PERIOD OE DIEFICULT RELATIONS BETWEEN THEIR EIRMS 
AND GOI. SALA WAS UNABLE TO BE PRESENT, DUE TO HIS REQUIRED 
PRESENCE AT IMPORTANT MEETING OE PETROLEUM UNION, ORGANIZATION 
REPRESENTING INTERESTS OE PRIVATE OIL SECTOR, RECENTLY SHAKEN BY 
DEPARTURE OF THREE MEMBER EIRMS. 

3. PIGNATELLI, WHO JUST RETURNED FROM US AND CONSULTATIONS IN 
CORPORATE HEADQUARTERS, INFORMED US THAT HE WILL BE APPROACHING 
GOI SHORTLY AND BRIEFLY DESCRIBED HIS COMPANY'S PLANNED 
STRATEGY. HE INTENDS TO MEET WITH INDUSTRY MINISTER DE MITA 

AND BUDGET MINISTER GIOLITTI TO URGE PETROLEUM PRODUCT PRICE 
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RELIEF AND DISCUSS THE GENERALLY INHOSPITABLE CLIMATE TOWARD 
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THE INTERNATIONALS IN ITALY. PIGNATELLI HAS NO ILLUSIONS 
ABOUT CURRENT UNPOPULARITY OF THE INTERNATIONALS HERE AS 
ELSEWHERE. RATHER THAN MAKE EMOTIONAL PLEA ON THEIR BEHALF, 

HE PLANS TO PRESENT FACTS AND FIGURES WHICH SPEAK FOR THEM- 
SELVES. HE WILL MAKE CLEAR THAT THE COMPANIES ACCEPT THE 
"RULES OF THE GAME," IE., THE GENERAL FRAMEWORK OF THE 
RECENTLY APPROVED PETROLEUM PLAN (ROME A-209) AND ARE 
ONLY ASKING TO REOPEN DIALOGUE WITH GOVERNMENT ON QUESTION 
OF PRODUCT PRICES WHICH SIMPLY DO NOT ALLOW COMPANIES A 
FAIR RETURN. GOVERNMENT MUST DECIDE WHETHER PRESENCE OF 
INTERNATIONALS IS IN ITALY'S INTEREST: IF SO, THEY MUST BE ALLOWED 
A FAIR RETURN; IF NOT, THEY WILL GRADUALLY PHASE OUT OF MARKET 
ON THE EXAMPLE OF BP AND SHELL IN 1973. 

4. PIGNATELLI REASONS THAT GOI CLEARLY NEEDS THE INTERNATIONALS, 
WHO CAN DELIVER OIL MORE CHEAPLY AND MORE RELIABLY THAN OTHERS 
(EG., ENI) AND THAT DESPITE PREDICTIONS TO THE CONTRARY THEY 

WILL CONTINUE TO PLAY AN IMPORTANT ROLE FOR AT LEAST NEXT 10-15 
YEARS. PIGNATELLI COMMENTED THAT THE OIL PRODUCING COUNTRIES 
LIKEWISE ACKNOWLEDGE THE INTERNATIONLS TO BE THEIR BEST 
PARTNERS - EG., SOURCE OF INVESTMENT AND TECHNOLOGY AND 
GUARANTEE OF ORDERLY MARKETS - AND FOREGOING SHOULD NOT 
BE OVERLOOKED BY GOI. 

5. PIGNATELLI WILL PRESENT INDISPUTABLE COST AND PRICE DATE TO 
GOVERNMENT WHOSE RESPONSE, HE FEELS, MUST BE EITHER I) TO 
ACKNOWLEDGE UPWARD PRICE ADJUSTMENTS OR 2) CONCEDE THAT IT 
PREVENTED FOR POLITICAL REASONS FROM GRANTING RELIEF. IN 
LATTER CASE, HOWEVER, IT MUST BE PREPARED FOR CONSEQUENCES. 

GULF, FOR ONE, WOULD NOT GO DOWN QUIETLY. 

6. PIGNATELLI WILL ALSO POINT OUT TO GOVERNMENT THAT IT 
SHOULD RECOGNIZE ITS OVERRIDING INTEREST IN KEEPING AMERICAN 
COMPANIES AND INVESTMANET IN ITALY, PARTICULARLY IN CURRENT 
DIFFICULT ECONOMIC CIRCUMSTANCES. KNOWLEDGEABLE ITALIANS 
REALIZE THIS, ACCORDING TO PIGNATELLI. 

7. PIGNATELLI DESCRIBED INADEQUACIES OF PRESENT CRUDE OIL AND 
PRODUCT PRICE STRUCTURE AS FOLLOWS: 49,000 LIRE/TON CRUDE 

OIL PRICE SHOULD BE ADJUSTED UPWARD TO MINIMUM OF 53,000 LIRE/TON. 
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FOR PRODUCTS, GREATEST PROBLEM IS LOW FUEL OIL PRICE WHICH 
IS OFFSET BY RELATIVELY HIGH GASOLINE AND OTHER LIGHT PRODUCT 
PRICES. RECENT RETAIL GASOLINE PRICE INCREASES HAVE REDUCED 
CONSUMPTION 8-9 PER CENT, CUTTING INTO COMPANY PRIOFITS ON THESE 
MORE REMUNERATIVE PRODUCTS AND LEAVING EVEN GREATER AMOUNT OF 
UNPROFITABLE FUEL OIL. PIGNATELLI EXPRESSED SOME CONFIDENCE 
GHAT GOI WOULD GRANT PRICE RELIEF ON BASIS OF THESE 
ARGUMENTS. 
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8. ON SUBJECT OF CURRENT PETROLEUM UNION DIFFICULTIES, 

PIGNATELLI ATTRIBUTED THEM TO A DIVERGENCE OF INTERESTS 
BETWEEN INTEGRATED INTERNATIONAL MEMBERS AND INDEPENDENTS, 

WITH VARIOUS ELEMENTS ATTEMPTING TO USE THE ORGANIZATION AS 
VEHICLE FOR THEIR PARTICULAR INTERESTS. HE THOUGHT A NEW, LESS 
CUMBERSOME ORGANIZATIONAL STRUCTURE WOULD RESULT - AN INSTITUTE 
COMPRISED OF THE INTERNATIONALS AND SOME ITALIAN INDEPENDENTS 
WITH MORE LIMITED FUNCTIONS (CONFINED LARGELY TO TECHNICAL AND 
RESEARCH/STUDY FIELD), IN WHICH LEADERSHIP WOULD BE COLLECTIVE 
AND FREQUENTLY ROTATED. 

9. IN RESPONSE TO OUR QUESTION AS TO HOW WE HIGHT BEST WORK 
TOGETHER, PIGNATELLI RECOMMENDED CLOSER, MORE SYSTEMATIC EMBASSY 
RELATIONS WITH THE INSTITUTE ONCE IT IS SET UP, AS WELL AS 

WITH ITS MEMBER COMPANIES. HE ENVISAGED EMBASSY'S ROLE LARGELY 
IN CONTEXT OF WORKIING TO FURTHER PROMOTE US-ITALIAN ECONOMIC 
CONTACTS, POINTING OUT TO GOI ITS OWN SELF INTEREST IN 
MAINTAINING A HOSPITABLE CLIMATE FOR US INTERESTS. 

10. COMENT: PERHAPS INFLUENCED BY PIGNATELLTS PERSONALITY, 

THE APPROACH SEEMED CONSIDERABLY LOWER-KEY AND LESS URGENT 
THAN OUR EARLIER CONTACT WITH HE AND SALA OF ESSO. WE WILL 
FOLLOW UP WITH SALA. PIGNATELLI CLEARLY AVOIDED ASKING 
AMBASSADOR FOR DIRECT AND OVERT POLITICAL SUPPORT, ALTHOUGH 

HE MADE IT EVIDENT THAT EMBASSY INTEREST AND ASSISTANCE WOULD BE 
MOST WELCOME. WE FULLY CONCUR IN HIS VIEWS AND INTEND, WHEN 
CIRCUMSTANCES PERMIT, TO LEND SUPPORT TO THE COMPANIES IN 
PRESENTING THEIR CASE TO GOT WE WOULD, OF COURSE, DO SO 
IN A STRAIGHT FORWARD, LOW KEY WAY, EMPHASIZING THAT IT IN 
ITALY'S OWN SELF-INTEREST TO KEEP THE COMPANIES HERE. LO, HOW 
THE MIGHTY ARE FALLEN. VOLPE 
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